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ABSTRACT 
 
This paper explores how retail firms from 
emerging markets internationalize and compete with 
multinational retailers from developed markets. 
Drawing on interviews with company managers, 
industry data and corporate reports, this paper provides 
insights into the successful internationalization process 
of two Chilean retailers in the Latin American region. 
INTRODUCTION 
 
The retailing sector has focused largely on the 
internationalization of retailers from developed nations 
(Alexander and Myers, 1999; Fernie and Arnold, 2002; 
Larke, 2004; Meyer-Ohle, 2007; Vida et al., 2000), and 
less is known about the international process of retailers 
from emerging markets (Bianchi, 2009). Emerging 
countries are accelerating their efforts to integrate into 
the global economy (Hoskisson et al., 2000; Khanna 
and Palepu, 2006), and several retailers from these 
markets are expanding abroad and competing with 
multinationals from developed nations. For example, 
Chilean retailers Falabella, Ripley, Cencosud, FASA, 
and Sodimac have become familiar outlets for 
consumers  in Argentina, Peru, Colombia, Brazil, and 
Mexico (Deloitte, 2009).   
This exploratory study draws on existing 
literature on retail internationalization and international 
business to examine the internationalization process of 
emerging country retailers. Since the objective of this 
study is to address an unexplored area of research, case 
study methodology was deemed most appropriate for 
this purpose. Specifically, this study considers the 
internationalization experiences of two Chilean retailers 
that are among the largest and most diversified in Latin 
America. Drawing on interviews as well as secondary 
data, this paper explores the internationalization process 
of these retail companies. 
LITERATURE REVIEW 
 
The process of internationalization has been the 
subject of widespread research within the subject of 
international retailing. However, these studies have 
predominantly focused on retail firms from developed 
markets. Among the main topics investigated by scholars 
are motives for international expansion (Hutchinson et 
al., 2007; Myers, 1995), the extent and direction of 
international retail activity (Davies and Sanghavi, 1995; 
Robinson and Clarke-Hill, 1990; Sternquist, 1997; 
Treadgold, 1991), international retail firm experiences 
(Arnold, 2002; Gerhard and Hahn, 2005; Meyer-Ohle, 
2007; Sparks, 2000), international performance (Evans 
and Mavondo, 2002), and international withdrawal 
(Alexander and Quinn, 2002; Bianchi and Ostale, 2006).  
Emerging markets are generally characterized by 
institutional instability and lower levels of income 
compared to developed nations (Welsh et al., 2006). 
Thus, retailers from emerging countries have fewer 
financial, managerial, and technological resources to 
internationalize due to their home country’s lower levels 
of economic development. However, rising populations 
and mega cities, improved infrastructure, and sourcing 
opportunities (Planet Retail, 2008) make emerging 
markets attractive for other emerging market firms. 
Several studies have explored how firms from emerging 
markets can become international players (Aulakh et al., 
2000; Bonaglia et al., 2007; Vernon-Wortzel and 
Wortzel, 1988; Yiu et al., 2007). This literature shows 
that lower-cost inputs, affiliation with a business group, 
cultural considerations in the host country, and 
professional and experienced management help emerging 
market firms internationalize to other emerging markets 
(Dawar and Frost, 1999; Lee and Beamish, 1995; London 
and Hart, 2004). However, these studies have only 
considered manufacturing firms.  
Thus, the main objective of this study is to 
explore the internationalization process of emerging 
market retail firms and address the following research 
question: How do retailers form emerging markets 
internationalize?  
METHODOLOGY 
 
 Given the relatively unexplored nature of the 
research topic, case study methodology was used to 
assess the internationalization process of two Chilean 
retailers; Cencosud and Falabella; which are among the 
largest in the Latin American region. This methodology 
has increasingly become popular within the retail 
internationalization literature and has enabled various 
researchers to provide important new insights into the 
field (Palmer and Quinn, 2007; Sparks, 2000). Further, 
exploratory methods such as case studies have been 
recognized as being particularly useful for examining 
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strategies in emerging markets (Hoskisson et al., 2000). 
Following the recommendations of Yin (1994), data 
for this investigation was collected from a variety of 
sources, including face-to-face interview with managers 
and executives of the two retail companies, as well as 
with retail experts. This data collection was conducted 
from 2001 to 2008, and the respondents were selected to 
provide a broad representation of each retail organisation, 
encompassing managers from different areas such as 
marketing, operations, finance, corporate development, as 
well as international country managers. Interviews were 
of a semi-structured nature and lasted an average of 50 
minutes. Interview questions focused on the 
internationalization process and performance of both 
retail companies in each market. All interviews were 
recorded and transcribed, but for confidentiality reasons, 
the identities of respondents are not disclosed. Moreover, 
secondary sources, such as company documents, 
corporate annual reports, and press articles related to the 
cases were recollected during the period of study. 
Analysis and interpretation resulted in inferences, insights 
and connections to the research question and previous 
research (Spiggle, 1994). The next section presents the 
data of the retail organizations.  
 Cencosud is the second largest retailer in Latin 
America (after Wal-Mart), and the most diversified in the 
region (Deloitte, 2009). Cencosud has operations in 
Chile, Argentina, Brazil, Colombia, and Peru, with 640 
stores, 22 shopping centers, and consolidated sales of 
US$ 9,633 million in 2008. The company operates a 
successful multi-format retail model which extends to 
food retailing, home improvement, department stores, 
shopping centers, real- estate development, financial 
services, insurance services, travel agencies, and family 
entertainment centers. 
 Falabella is the largest department store in Latin 
America and one of the most diversified and competitive 
retailers in the region (Deloitte, 2009). Falabella has 
presence in Chile, Argentina, Peru, and Colombia, with 
212 stores, 10 shopping centers, and consolidated sales of 
US$5,856 million in 2008. The company participates in 
different retail sectors such as department stores, home 
improvement stores, food retailing, shopping malls, real-
estate development, financial services, insurance services, 
and travel agencies. Overall, Falabella has an integrated 
multi-format model, supported by the CMR credit card.  
 
Stage 1: Pre-Internationalization (before 1980): 
 
 Cencosud was founded by its current president 
and main shareholder, Mr. Horst Paulmann Kemna, a 
German immigrant. The company started as a family 
restaurant in the southern city of Temuco, but in 1960 
changed to ‘Las Brisas’ the first self-service supermarket 
in Chile, which soon became a regional supermarket 
chain in the southern region of the country. In 1976, 
Paulmann decided to create a new supermarket format 
which would offer in one place, a wide assortment of 
merchandise of the highest quality, with the best service. 
This innovative concept led to the inauguration of the 
first hypermarket Jumbo in Chile, located in a high-
income neighborhood in Santiago. The success of this 
format led to the opening of a second store in Santiago 
and to establishing the holding Inmobilaria Las Verbenas.  
 Falabella was initially founded in 1889 by 
Salvatore Falabella, an Italian immigrant that opened the 
first large tailor shop for men in Chile. Over the years, the 
family business initiated a growth process guided by 
Salvatore’s son in law, Alberto Solari, who incorporated 
new product lines such as fashion items, electronics and 
home wares which resulted in the opening of Falabella’s 
first department store in 1958. In 1962, the company 
initiated its national expansion by opening the first 
department store in Concepcion, Chile’s second largest 
city. The glamour of Falabella grew over the years and in 
1970 had become the mandatory place to shop for the 
elite class of Chileans.  
 
Stage 2: Initial Internationalization (1980-2000): 
 
 Cencosud started its internationalization process 
at the beginning of the 1980, due to the strong crisis that 
hit the country. A decade earlier than Falabella, 
Paulmann opened in 1982 its first Jumbo hypermarket in 
Buenos Aires with successful results. A few years later, 
in 1988 Paulmann decided to enter the shopping centre 
business and opened Unicenter, the largest shopping 
centre in Argentina. Furthermore, in 1993 Cencosud 
entered the home improvement business by opening the 
first Easy store in Argentina offering home and garden 
products. The success of the shopping centre business in 
Argentina led Paulmann to build in Chile the most 
modern and largest shopping centre, and inaugurated 
Mall Alto Las Condes in 1993, which was located near 
the first Jumbo store. A year later, an Easy home 
improvement store opened in Chile, also located in the 
company’s Alto Las Condes shopping center. 
Additionally, in 1993 Paulmann established the Aventura 
Play Centers which eventually grew to become theme 
parks in both Chile and Argentina. During 1996 and 
1997, Cencosud invested in the construction of several 
shopping centers in different provinces of Argentina, and 
a second shopping center in Santiago. Although 
Paulmann was developing his business in both countries, 
but most of the company’s activity was held in Argentina 
which accounted for 70% of the company’s revenues. 
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 Although Falabella internationalized in the 
1990s, the previous decade was important for creating a 
solid base for international expansion through the 
development of financial services and investments in 
technological systems. In 1980, Falabella launched the 
first retail corporate credit card in the country, known as 
CMR, which grew to become the market leader in Chile. 
Further, in 1983 and under the leadership of the new 
general manager Juan Cuneo, the company decided to 
move its old store from central Santiago to the Parque 
Arauco shopping centre, located in Las Condes. The 
opening of this store along with the new corporate credit 
card established a new culture in the company, focusing 
on market research, loyalty programs, and a better 
understanding of customer preferences. Falabella also 
entered the real estate business by opening Plaza 
Vespucio, the first of many shopping centers in Chile. 
Falabella’s internationalization process began in 
Argentina, in 1993, with the opening of a department 
store in Mendoza, and followed by successive openings 
of stores in Rosario, Córdoba, San Juan and Buenos 
Aires. Falabella’s first international experience didn’t 
turn out as the company predicted and sales were lower 
than expected. Legal norms, consumer preferences, and 
shopping habits were different from Chile, and 
difficulties of importing were more pronounced. Falabella 
acknowledged the mistakes in the Argentinean market, 
and therefore entered Peru in 1995 by acquiring the Saga, 
the country’s only department store chain with two stores 
located in Lima, and renaming the stores Saga-Falabella. 
Saga had local brand recognition, reputation, and market 
understanding, which facilitated the market entry into 
Peru. The company continued its national expansion in 
Peru by renovating one of the stores in Lima and 
inaugurating a new store in the same city at the end of 
1996. Saga-Falabella implemented the same processes 
and best practices from Chile, but maintained the local 
administration of Saga.  
Back in Chile, due to the strong need to fund its 
internationalization activities, Falabella became a 
publicly traded company in 1996. During this year, the 
company also established financial services, real estate 
projects, and acquired textile firms. A year later, the 
company diversified its service offer by creating Viajes 
Falabella (the travel business) and Seguros Falabella (an 
insurance business), both supported by CMR.  
During 1997, even though there were economic 
difficulties in Peru, Saga-Falabella created the travel 
agency, introduced CMR, and partnered with a local 
insurance company to create Saga-Falabella insurance. 
Similarly to the Argentinean market, in 1998 Falabella 
opened a distribution centre in Peru which allowed more 
efficiency in the sourcing of the stores. That same year, 
Banco Falabella (the financial business) was created 
through the license of ING Bank. A year later, Falabella 
acquired 20% of FASA, the largest drugstore chain in 
Chile. The associations with Home Depot and FASA 
gave CMR cardholders access to credit at these chains. 
The company also started its online sales in Chile, and 
acquired Textil Viña, a manufacturing plant. 
In the meantime, several foreign retailers had 
attempted to enter the Chilean market. In 1995, the 
American department store chain J.C. Penney arrived in 
Chile but couldn’t find convenient locations in shopping 
centers because they were owned by local retailers.  The 
firm closed its operation in Chile after 5 years of losses 
and sold its assets and equipment to local department 
store retailer Almacenes Paris (later Paris). Similarly, in 
1997 the Dutch retailer Royal Ahold partnered with 
Velox Retail Holding, owner of the Argentinean retail 
chain Disco, and through this partnership acquired the 
Chilean supermarket chain Santa Isabel. However, in 
2003, Ahold disclosed accounting irregularities of $900 
million, and withdrew from Latin America by selling its 
assets to Cencosud.  
In 1997, Falabella engaged in a joint venture 
with American retailer Home Depot and the first store 
opened in Santiago in 1998, followed by 4 more openings 
in 3 years. During this period, the venture had huge losses 
and at the end of 2001 Home Depot left the Chilean 
market and sold the assets to Falabella, and quickly 
reversed losses under a new brand name, Home Store. 
Carrefour on the other hand, inaugurated its first 
hypermarket in Chile in 1998, but remained a small 
player and in 2003 withdrew from Chile and sold its 
assets to local competitor D&S. Overall, Cencosud and 
Falabella learned much on  logistics, customer service, 
technology, and merchandising from these multinational 
retailers (Bianchi and Mena, 2004).  
 
Stage 3: Intense Internationalization (2000-2007) 
 
 Starting the year 2000, a strong financial crisis 
hit the Latin American region, and led both retailers to 
make necessary changes to confront this crisis. As 
Argentina fell into recession, Cencosud decided to put 
more emphasis on growth in the Chilean market. The 
company announced an expansion program to open 
shopping centers, Easy stores, and Jumbo hypermarkets, 
and at the same time acquired Home Depot’s operations 
in Argentina. Further, during 2003, Cencosud acquired 
the grocery chain Santa Isabel from Disco-Ahold and 
became the second largest food retailer in Chile. The 
same year, two new shopping centers opened in Santiago, 
and the company launched their corporate credit card 
Jumbo Mas in Chile, which initiated the credit business. 
4 
 
This card allowed customers to make credit purchases in 
Jumbo and Easy, without interest.  
Meanwhile, Falabella emphasized a more 
affordable offer of apparel and home ware merchandise to 
confront the crisis, which led to the development of 
several private label brands which later would be 
transferred to regional markets. Peru and Argentina were 
immersed in their own local crises, which motivated the 
company to make strategic changes to consolidate its 
international presence. In Peru, the company launched an 
Express version of their department store format, and 
continued expanding with this new format to low-income 
regional cities. In Argentina, the company decided to 
make strategic changes and concentrate efforts in 
improving its logistics and operations rather than opening 
stores, and also introduced their insurance and travel 
agency business and in 2002, as well as CMR credit card. 
  
During 2002, the Chilean economy showed 
signs of improvement which led Falabella to 
professionalize the company and improve its processes by 
incorporating modern technology, opening local 
distribution centers, improving customer service, and 
engaging in strong national expansion. Furthermore, the 
company opened an office in Shangai in order to achieve 
better purchase conditions with Chinese suppliers. In 
2002, the company realized that the Peruvian market was 
underdeveloped in the food retail sector and viewed this 
as an opportunity to gain a larger market share in the 
country by inaugurating the first Tottus hypermarket in 
Lima. Although Falabella didn’t have previous 
experience in the food retailing sector, a second store 
opened in 2003, followed y a third store in October 2004, 
all located in wealthy suburbs of Lima.   
Another important step in Falabella’s 
internationalization process resulted from the company’s 
interest in having a larger share of the home improvement 
business. After extended negotiations, in 2003 Falabella 
decided to merge with Sodimac, at the time the largest 
home improvement retailer in Latin America with stores 
in Chile and Colombia. As a result of the merger, the 
brand Home Store was eliminated and Sodimac’s Home 
Centre and Constructor become the two brands of home 
improvement retailing for Falabella. In 2004, Falabella 
opened the first Sodimac in Lima, and during its first year 
of operations, the home improvement business showed 
good results, confirming the acceptance of the format 
among Peruvian consumers. Meanwhile, benefiting from 
the knowledge obtained through Tottus in Peru, Falabella 
decided to enter the food retail business in Chile and 
acquired the third largest food retail chain in Chile, San 
Francisco, from the Leyton family group,  
In 2004, Cencosud became a public company by 
opening to the stock market in Santiago, obtaining 
funding for future growth. The company acquired local 
supermarket chains Las Brisas and Montecarlo in Chile. 
The company made even bigger news that year by 
acquiring the Disco supermarket chain in Argentina, the 
nation’s second largest retailer, from Ahold. In addition, 
the largest regional shopping centre was inaugurated in 
Argentina. The year 2005 was also important for the 
development of Cencosud’s multi-format strategy, with 
the acquisition of Paris, the third largest department store 
chain in Chile, which also operated a travel agency, 
insurance service, bank, and a corporate credit card. 
Thus, Cencosud was transforming into a multi-format 
retailer and a strong threat for Falabella. Cencosud 
continued acquiring local supermarket chains in Chile 
throughout 2006, such as Eonomax in Santiago, and 
Infante in Antofagasta. The company also acquired the 
apparel stores Foster/Eurofashion, and started the 
construction of the emblematic Costanera Shopping 
Center in Santiago.  
As a defensive strategy, Falabella decided to 
increase its food retailing business in Chile and opened 
the first hypermarket Tottus in Chile, with successive 
openings in the future. In Colombia, Falabella opened 
three Sodimac stores in 2004 and 2005, and Sodimac 
became the largest home improvement retailer in the 
Colombian market. The company also introduced CMR 
in Colombia and by the end of that year the company 
changed from 35% to 49% share participation in the joint 
venture with the Corona group. Thus, even before 
opening their first department store in Colombia, 
Falabella had already introduced the financial business, 
insurance and travel services. Finally, on November, 
2006, the first Falabella department store was inaugurated 
in Bogota, followed by a second store in 2007. Since 
Colombia is an important textile manufacturer, Falabella 
decided to take the advantage by providing local chains 
with a space in Falabella stores. In addition, local brands 
such as the coffee giant Juan Valdes engaged in a alliance 
for opening coffee shops in Falabella stores.  
 
Phase 4: Consolidation (2007-2009) 
 
Opening department stores in Colombia 
consolidated Falabella as a regional integrated retailer, 
and encouraged the company to continue investing in the 
region. The company also decided to engage in 
organizational changes to increase synergies and expand 
brands in all of the international markets to reinforce its 
integrated multi-format business model and achieve 
synergies in purchasing volumes and customer service. 
This led Falabella to make a very important bid in 2007 
to acquire D&S, the largest food retail chain in Chile, in 
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an attempt to strengthen its food retail format and become 
the South America’s biggest retailer. However, the 
Chilean Anti-Trust Tribunal hesitated and did not allow 
the merger to avoid monopolistic power. Although 
disappointed with the outcome, the company continued 
its consolidation process by investing in the region. At 
this point in time, Falabella was able to offer the same 
credit card in all its retail formats and markets supported 
by a group of highly qualified professionals that shared 
the best practices in all four markets. Falabella also 
placed effort into making this conglomerate competitive 
through improving stock control processes, better 
technology to have a customized offer in each store, 
stronger development of private label brands, and 
certification on sustainability.  
In the meantime, Cencosud had become an 
aggressive multi-format retailer, and had launched the 
credit card “Mas” as well as insurance services in 
Argentina. Furthermore, the company decided to continue 
its regional expansion by opening operations in Colombia 
and Brazil in 2007, through joint ventures and 
acquisitions with local chains. To enter Colombia, 
Cencosud engaged with casino Guichard-Perrachon to 
develop the home improvement business in Colombia. In 
Brazil, the company acquired the Brazilian supermarket 
and hypermarket chain GBarbosa which operated stores 
in the northern part of the country. Furthermore, in 2008 
Cencosud acquired Wong, a large operator of 
supermarkets, hypermarkets, and shopping centers in 
Peru. The company also acquired 6 stores of the chain 
Supermercados El Centro located in north Peru. In 
addition, the company extended the home improvement 
business to Colombia, inaugurating its first Easy store in 
Bogota. Falabella on the other hand, publicly announced 
in 2008 a large investment for expanding the regional 
business with openings of 4 home improvement Sodimac 
stores in Buenos Aires through an alliance with 
Carrefour, and 2 new Sodimac stores opened in Lima as 
well as the first shopping mall was inaugurated in Peru. 
In Colombia, Falabella acquired the five stores of local 
Casa Estrella, and transformed them to Falabella stores.  
At the beginning of 2009, strong competition 
had led both companies to be considered among the top 5 
retailers in Latin America (Deloitte, 2009). However, 
several threats were arising. A financial crisis was 
affecting retail sales in every country and Wal-Mart had 
the Chilean market by acquiring a majority stake of D&S, 
the largest supermarket chain in Chile. Nevertheless, both 
companies were happy with their growth and confident in 
their future performances. They announced publicly that 
slower economic growth was not affecting their 
investment plans and intended to become the largest 
regional players in Latin America.  
DISCUSSION AND CONCLUSIONS 
 
This paper presented the internationalization 
process of two emerging market firms from Latin 
America, that have established themselves as key 
regional players (Deloitte, 2009). Several themes emerge 
from the data that contribute to an understanding of how 
retailers from emerging markets internationalize. Both 
retailers started their internationalization process in 
neighboring Argentina, and continued with other 
geographically close countries such as Peru, Colombia 
and Brazil, which also showed attractiveness of the retail 
marketplace due to lower levels of retail development. 
This is consistent with previous research which suggests 
that the direction of international retail expansion is 
mainly the outcome of geographical proximity, cultural 
distance, and difference in retail development between 
both markets (e.g. Evans and Mavondo, 2002). The data 
from the case studies are also consistent with Aulakh et 
al.,  (2000), who argue that a differentiation strategy 
enhances the performance of emerging firms in other 
emerging countries due to the lower levels of retail 
development of these markets. In addition, consistent 
with the findings of  Lee and Beamish (1995), Falabella 
and Cencosud faced a lower knowledge gap compared to 
retailers from developed countries when operating in 
these Latin American markets, because these new 
contexts presented a similar institutional environment to 
the domestic context. Further, both firms drew resources 
from domestic and international networks to operate 
internationally (Elango and Pattnaik, 2007; Yiu et al., 
2007). For example, both retailers used their international 
experience from interacting with other multinational 
retailers, such as Home Depot and Carrefour. This is 
consistent with research on organizational learning which 
suggests that increased performance is more likely for 
retailers that learn from their operations and mistakes as 
well as from other relevant constituencies (Palmer and 
Quinn, 2005). 
Finally, this study supports the argument that 
companies from emerging markets can succeed in the 
international arena although the internationalization 
process may have distinct characteristics (Bonaglia et 
al., 2007). Unlike retailers form developed markets, 
Cencosud and Falabella followed a distinctive approach 
to internationalization through partnerships and 
networks development as well as organizational 
learning. Overall, this study shows that that companies 
from emerging markets grow large as they 
internationalize, but also internationalize to grow large 
(Bonaglia et al., 2007). Internationalization for these 
retailers resulted in size and capital growth, and 
diversification into complementary formats (multi-
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format model) for achiving economies of scale. These 
firms used internationalization as a springboard to 
acquire strategic assets such as sophisticated technology 
and  retailing knowledge to compete more effectively 
against global rivals at home and abroad (Luo and Tung, 
2007).  
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